Chapter III
THE FEDERAL BUDGET

AFTER the allocation of resources comes the question
-t^of balancing the budget. However theoretically
correct any allocation might be, unless it satisfies the
practical test of making the two sides of the account
balance, it must be of little interest to those engaged in
constructive work.

Assumptions and Omissions in the Percy Committee Budget
Forecasts.

The work done by the Percy Committee in this con-
nexion is of the greatest value and must be the starting-
point of all further investigations. What do they say?
They assume that:

(i) the present depression will come to an end by
1935-6, and that there will follow a period of
reviving trade accompanied by a gradual increase
of prices which, if they do not reach the pre-slump
level, will rise appreciably higher than the level
now prevailing;

(ii) Burma will be separated from India;
(iii) there will be only one budget for federal and
central (purely British-Indian) heads of revenue
and expenditure, and not two;
(iv) Bombay will not be responsible for Sind, which will
be constituted a separate Province; nor for Aden,
(v) the cuts in pay of all servants of the Government
which have been made for a limited period will be
withdrawn;

(vi) the special surcharges on customs, income-tax, and
salt at present in force will be discontinued;